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ABSTRACT 
The purpose of this paper is to show whether the 
monetisation of employee s remuneration has any 
effect on productivity. It should be appreciated that 
productivity is influenced by an infinite number of 
factors, one of which could be the monetisation of the 
remuneration of workers by their employers. In 
order to e stablish the ''pure effects " of one variable, 
all the others have to be controlled. However, neither 
the data nor the information used, in this paper, will 
justifY the level of statistical analysis needed to 
establish causality. Consequently, "implication", as 
used in this paper, should be interpreted more in 
terms of 'associational 'than "causal" relationships. 
This paper examines the effect of remuneration on 
the employees productivity. It reviews the purpose of 
·the policy and the mechanism for achieving it in the 
economy, in a way capable of resolving disputes in 
industrial relations and ensuring proper evaluation 
of employees remuneration without ignoring the 
cost benefits implication of monetisation, on the 
employer of labour. The paper examines, the courses 
of productivity growth, vis-a-vis, the relationship 
between productivity and other variables, such as 
employment wages, prices and monetisation of 
workers' benefits. The paper, further examines the 
various inadequacies and the benefits of 
monetisation of employees renumeration. The study 
concludes, that, adequate measures should be taken 
in order to ensure, that, the policy does not lead to 
massive fraud, corruption, capital flight and the 
exploitation of the weak by the strong, among other 
things. 
Introduction 
Recently, the Federal Government of Nigeria 
revisited the monetisation policy. Conceptually, 
monetisation as a policy has been very difficult to 
define in concrete terms. However, economists and 
experts in human capital management have defined 
monetisation as a given measure of monetary value 
to perquisites in kind enjoyed by all or restricted to 
certain categories of workers. 
If this definition is admissible, we are left with 
identifying what these perquisites of office and or 
fringe benefits that are provided in kind are. Of 
course, we should be interested in the c~tegories of 
workers who are entitled to them and at what cost, its 
impact on workers'' productivity and what the 
stakeholders stand to gain by the policy. Obviously, 
rewards for labour in the public sector of the 
Nigerian economy, will not only be in cash but also 
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-i n  k i n d .  V a r i o u s  f o r m s  o f  a l l o w a n c e s / f r i n g e  b e n e f i t s  c o u l d  
b e  r e c e i v e d  i n  c a s h  a n d  o r  i n  k i n d .  T h u s  a  t y p i c a l  
e m p l o y m e n t  c o m p e n s a t i o n  p a c k a g e  t o d a y  c o n s i s t s  o f  
t h r e e  b r o a d  e l e m e n t s ,  v i z :  
a .  d i r e c t  w a g e / s a l a r y  i n  t h e  f o r m  o f b a s i c  s a l a r y ;  
B .  T i e d  b e n e f i t s  p a i d  i n  c a s h ,  s u c h  a s  h o u s i n g  o r  r e n t -
s u b s i d y  a l l o w a n c e ,  c h i l d r e n  educ~tion a l l o w a n c e ,  e t c ;  a n d  
c .  B e n e f i t s  p r o v i d e d  b y  e m p l o y e r s  i n  k i n d  r a t h e r  t h a n  i n  
c a s h  s u c h  a s  h o u s i n g ,  c a r ,  f r e e  l u n c h  a n d  m e d i c a l  c a r e ,  e t c .  
H i s t o r i c a l  P e r s p e c t i v e  
T h e  h i s t o r y  o f  w o r k e r s '  c o m p e n s a t i o n  p a c k a g e  i n  N i g e r i a  
i s  o n e  w i t h  s k e w e d  s a l a r y  a n d  w a g e s  s t r u c t u r e ,  w i t h  
e n d l e s s  f r i n g e  b e n e f i t s .  P r e - i n d e p e n d e n c e  e x p a t r i a t e s  
w e r e  p r o v i d e d  w i t h  m e a s u r e s  t o  c u s h i o n  t h e  e f f e c t  o f  t h e  
s t r u c t u r a l  d e f i c i e n c i e s  o f  t h e  C o l o n i a l  A d m i n i s t r a t i o n .  
W h e n  t h e  c o l o n i a l i s t s  w e r e  i n  N i g e r i a ,  t h e y  p r o v i d e d  t h e i r  
e x p a t r i a t e  s t a f f ,  t h a t  i s ,  t h e  " w h i t e "  c i v i l  s e r v a n t s  
( a d m i n i s t r a t o r s )  w h o  w e r e  r u l i n g  t h e  n a t i v e s  w i t h :  
•  f r e e  h o u s i n g ;  
•  f r e e  s l a v e s  ( w h o  w e  n o w  r e f e r  t o  a s  d o m e s t i c  s e r v a n t s ) ;  
•  f r e e  t r a n s p o r t a t i o n  ( c h a u f f e u r - d r i v e n  c a r s ) ;  
•  f r e e  f u r n i s h i n g ;  a n d  
•  f r e e  u t i l i t i e s  l i k e  w a t e r ,  e l e c t r i c i t y  a n d  t e l e p h o n e  b i l l s .  
O f  c o u r s e ,  w h e n  N i g e r i a  g a i n e d  h e r  i n d e p e n d e n c e  i n  1 9 6 0  
a n d  t h e  c o l o n i a l i s t s  l e f t ,  t h e  i n d i g e n o u s  c i v i l  s e r v a n t s  t h a t  
t o o k  o v e r  f r o m  t h e m  a l s o  t o o k  o v e r  t h o s e  b e n e f i t s .  W h a t  
f o l l o w e d  t h e r e a f t e r  w a s  t h a t  m a n y  o f  t h e m  s t a r t e d  l i v i n g  i n  
w h a t  i s  n o w  r e f e r r e d  t o  a s  g o v e r n m e n t  r e s e r v a t i o n  a r e a s  
( G R A ) ,  i n  m o s t  c a s e s ,  w i t h  d i s t i n g u i s h i n g  f e a t u f e s  t h a t  
d i f f e r e n t i a t e d  t h e m  f r o m  w h e r e  o t h e r  " o r d i n a r y "  
N i g e r i a n s  w e r e  l i v i n g  a n d  a r e  s t i l l  l i v i n g .  W h a t  f o l l o w e d  i s  
w e l l  k n o w n  t o  a l l  o f  u s  - a b u s e  o f  t h e  b e n e f i t s  b y  
i n d i g e n o u s  c i v i l  s e r v a n t s .  W i t h  t h e  c o m i n g  t o  p o w e r  o f  
C h i e f  O l u s e g u n  O b a s a n j o ,  t h e  p o l i c y  w a s  r e v i s i t e d ,  t o  
a m o n g  o t h e r  t h i n g s ,  e f f e c t i v e l y  a l t e r  a n d  r e s t r u c t u r e  t h e  
c o n s u m p t i o n  p a t t e r n s  o f  t h e  e c o n o m y ;  t o  r e d u c e  t h e  h e a v y  
d e p e n d e n t  o n  t h e  r e v e n u e s  f r o m  o n e  p r i n c i p a l  c o m m o d i t y ,  
t h a t  i s ,  o i l ;  a n d  t o  p r o g r e s s i v e l y  e l i m i n a t e  p r i c e  d i s t o r t i o n s  
i n  t h e  e c o n o m y .  I n  a d d i t i o n ,  t h e  p o l i c y  w a s  p u t  i n  p l a c e  t o  
r e d u c e  e x p e n d i t u r e ;  _e n g e n d e r  a  n e w  o r i e n t a t i o n  a n d  
a t t i t u d e  t o w a r d s  p u b l i c  r e s o u r c e s ;  b r i n g  d o w n  t h e  c o s t  o f  
r e n t i n g  h o u s e s ;  a n d  t o  p r o m o t e  t h e  o b s e r v a n c e  o f  
m a i n t e n a n c e  c u l t u r e  a m o n g  t h e  s t a k e h o l d e r s  i n  i n d u s t r i a l  
r e l a t i o n s .  
H i t h e r t o ,  t h e  b a n e  o f  t h e  m o n e t i s a t i o n  p o l i c y  h a d  b e e n  
t h o s e  o f  d i s t o r t i o n s .  S o m e  o f  t h i s  p r i n c i p a l  d i s t o r t i o n s  
w h i c h  h a v e  b e e n  i d e n t i f i e d  a r e  t h o s e  r e l a t i n g  t o  t h e  p r i c i n g  
o f  l a b o u r ,  a n d  i t s  d o m e s t i c  a n d  i n t e r n a t i o n a l  
c o m p e t i t i v e n e s s  o v e r  t i m e .  S o m e  o f  t h e s e  d i s t o r t i o n s ,  
w h i c h  h a v e  b e e n  w i t h  u s  a l m o s t  f r o m  c o l o n i a l  t i m e s ,  h a v e  
b e e n  r e n d e r e d  e v e n  m o r e  v i v i d  b y  t h e  e f f e c t  o f  
d e r e g u l a t i o n  a n d  d e v a l u a t i o n  w h i c h  r e d u c e d  t h e  v a l u e  o f  
t h e  l o c a l  c u r r e n c y  c o n s i d e r a b l y  w i t h  i t s  a t t e n d a n t  h y p e r -
i n f l a t i o n a r y  e f f e c t  o n  a l l  g o o d s  a n d  s e r v i c e s  i n  N i g e r i a .  
O t h e r  d i s t o r t i o n s  w h i c h  h a v e  b e e n  n o t i c e d  a r e  t h a t  t h e  
b a s i c  s a l a r y  o f  m o s t  p u b l i c  o f f i c i a l s  r e p r e s e n t s ,  o n l y  a  
s m a l l  f r a c t i o n  o f  t h e  t o t a l  c o s t  t o  t h e  t r e a s u r y  o f  
m a i n t a i n i n g  t h e  o f f i c i a l .  A n d  f i n a l l y ,  t h a t  o n  r e t i r e m e n t ,  
t h e  b e n e f i t s  o f  w o r k e r s  a r e  c o m p u t e d  a s  a  p r o p o r t i o n  o f  
o n l y  h i s  b a s i c  p a y  r a t h e r  t h a n  t h e  t o t a l  c o s t  o f  k e e p i n g  h i m  
i n  s e r v i c e .  W i t h  t h e  c o m p u t a t i o n  o f  p e n s i o n  b a s e d  o n  t h e  
b a s i c  p a y ,  m o s t  r e t i r e d  o f f i c i a l s  c o u l d  n o t  s u r v i v e  
e c o n o m i c a l l y  a n d  s o c i a l l y  o n  s u c h  p e n s i o n s .  
T h e  N a t i o n a l  E c o n o m i c  E m p o w e r m e n t  D e v e l o p m e n t  
S t r a t e g y  ( N E E D S )  d e a l s  w i t h  t h e  s u b s t a n t i a l  a s p e c t s  o f  
t h e s e  p e r q u i s i t e s  a n d  t h e y  i n c l u d e :  
• O f f i c i a l  q u a r t e r s :  f o r  w h i c h  t h e  o c c u p a n t s  p a y  a  n o n -
e c o n o m i c  r e n t  o f  1 0 %  o r  l e s s  o f  t h e  b a s i c  s a l a r y  a n d  i n  t u m  
f o r f e i t  t h e i r  r e n t  s u b s i d i e s  p a i d  t o  o t h e r  n o n - q u a r t e r e d  
w o r k e r s  
• F u r n i s h i n g :  t h e  q u a l i t y  o f  s u c h  f u r n i s h i n g  d e p e n d s  o n  t h e  
l e v e l  o f  e a c h  e n t i t l e d  o f f i c e r .  T o  s o m e ,  t h e  p a r l a n c e  i s  
" t a s t e f u l l y "  f u r n i s h e d .  
• C h a u f f e u r - d r i v e n  c a r :  s o m e  c a t e g o r i e s  o f  s e n i o r  o f f i c e r s  
a r e  e n t i t l e d  t o  o n e  ( 1 )  o f f i c i a l  c a r  e a c h ,  w h i l e  t h e  t o p  
e c h e l o n  a r e  e n t i t l e d  t o  t w o  ( 2 )  c a r s  e a c h .  T h e s e  c a r s  a r e  
f u e l l e d  a n d  m a i n t a i n e d  a t  t h e  o r g a n i s a t i o n ' s  e x p e n s e  
i n c l u d i n g  t h e  d r i v e r s .  
• F r e e  u t i l i t i e s  s u c h  a s  w a t e r ,  e l e c t r i c i t y  a n d  t e l e p h o n e  
b i l l s :  p a y m e n t  o f  e l e c t r i c i t y  b i l l s  i s  r e s t r i c t e d  t o  c e r t a i n  
c a t e g o r i e s  o f t o p - l e v e l  o f f i c e r s .  
•  D o m e s t i c  s e r v a n t s  i n c l u d i n g  s e c u r i t y  m e n ,  c o o k s  a n d  
g a r d e n e r s .  T h e  n u m b e r  o f  s u c h  d o m e s t i c  s e r v a n t s  i s  
d e t e r m i n e d  b y  t h e  g r a d e  l e v e l  o f  e a c h  e n t i t l e d  o f f i c e r .  
•  C l o t h i n g  a l l o w a n c e s ,  p a r t i c u l a r l y  f o r  t h o s e  i n  t h e  p r i v a t e  
s e c t o r .  
•  M e a l  s u b s i d y  f o r  a l m o s t  a l l  w o r k e r s .  T h e  r a t e  h o w e v e r  
d e p e n d s  o n  t h e  g r a d e  l e v e l .  
•  E n t e r t a i n m e n t  a l l o w a n c e .  R e s t r i c t e d  t o  c e r t a i n  
c a t e g o r i e s  o f  w o r k e r s  a n d  a m o u n t  p a i d  i s  e q u a l l y  
p r e m i s e d  o n  g r a d e  l e v e l .  
•  F r e e  m e d i c a l  s e r v i c e s  l o c a l l y  a n d  o v e r s e a s .  
T h e  p e r c e n t a g e  o f  o f f i c e r s ,  p a r t i c u l a r l y  i n  t h e  p u b l i c  
s e r v i c e  i n c l u d i n g  t h e  u n i v e r s i t i e s ,  p o l y t e c h n i c s ,  c o l l e g e s  
o f  e d u c a t i o n ,  e x t r a - m i n i s t e r i a l  d e p a r t m e n t s  ( t h a t  i s  
g o v e r n m e n t  o w n e d  p a r a s t a t a l s )  w h o  e n j o y  a l l  t h e s e  n o n -
c a s h  b e n e f i t s  i s  m i n i m a l  c o m p a r e d  t o  t h e  e n t i r e  
w o r k f o r c e .  I n  t h e  u n i v e r s i t y  s y s t e m  w h e r e  I  b e l o n g ,  a p a r t  
f r o m  t h e  f o u r  p r i n c i p a l  o f f i c e r s ,  t h a t  i s ,  t h e  V i c e  
C h a n c e l l o r ,  t h e  R e g i s t r a r ,  t h e  B u r s a r  a n d  t h e  L i b r a r i a n ,  
o n l y  a  n e g l i g i b l e  n u m b e r  e n j o y  a l l  t h e s e  n o n - c a s h  
b e n e f i t s .  
BENEFIT PAY GRADE LEVEL AMOUNT 
Accommodation Subsidy 01-06 50 percent 
07-14 60 percent 
15 and above 75 percent 
Transport Subsidy 01-17 25 percent 





Permanent Secretary and above N16,200 I 
Utility Subsidy 01-16 15 percent 
17 and above 20 percent 
' .. 
Domestic Servant 15 1 GL 3 step 8 
16- 17 . 2 GL 3 step 8 
Permanent Secretary and above 3 GL 3 step 'S 
Leave Grant 01 and above 
Medical Care 01 and above 
Furniture Allowance 01 - 06 
07 and above 
Vehicle Loan 01 - 05 
06-07 
08 and above 
Driver 17 and above 
Purpose ofMonetisation ofFringe Benefits 
It has been argued in some quarters that the mechanics for 
achieving the monetisation of fringe benefits must have 
relevance to the purpose for which the exercise is being 
carried out. Hammond (1992) in his paper, "Monetisation: 
Economics and Mechanics" listed the various suggestions 
put fonyard for the real purpose of monetisation. Viz: 
a. simplification of wages and salaries administration in the 
country; b. subtle review of salaries and wages 
structure in the country with a view to enhancing the take-
home-pay of the worker; 
c. enhancement of retirement benefits; 
d. easier and workable transferability of retirement benefits 
for enhanced mobility oflabour; 
e. easier income tax administration; 
f. promotion of a healthier saving and investment culture; 
g. achieving a clean wage structure devoid of tax avoidance 
and evasion tactics; 
h. further deregulation of the economy by providing 
employees with choices in the allocation and utilization of 
their resources; and services of man i. e, labour or as it is 
10 percent 
10 percent (to be paid to National 
Health Insurance Scheme) 
0 





generally the case, a combination of all. 
In the federal government's Economic Reform Agenda 
(NEEDS) earlier mentioned, it is clearly stated that: "To 
check the spiraling cost of providing these benefits, the 
federal government monetised fringe benefits of all 
categories of public servants. The new policy is designed to 
stem the tide of ever-rising annual outlay ofbenefits". 
According to the government's pronouncement in the 
document, the listed benefits did help public servants prepare 
adequately for life after retirement. In government thinking, 
monetisation of benefits will help prepare public servants for 
life after retirement and prevent them from suffering a sharp 
drop in their standard of living. On the contrary, for many 
public servants it created a dependency syndrome that was 
ill-suited to post-retirement life (Oshi.ornhole, 2093). 
Mechanics ofMonetisation 
One of the major economic activities and reforms of this 
present administration is the on-going deregulation of the 
Nigerian economy, which has produced dramatic changes in 
the nation's economic terrain. Gone are the days of tight 
controls and rigidity on the part of the state, as every resultant 
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d e v e l o p m e n t  i s  m a r k e d  b y  t h e  
e l e m e n t a l  f o r c e s  o f  t h e  m a r k e t .  T h e  
m e c h a n i c s  o f  m o n e t i s a t i o n  l e a d s  u s  
t o  t h e  p r o c e s s  o f  p u t t i n g  m o n e y  
v a l u e s  o n  a l l  f r i n g e  b e n e f i t s  a n d  
c o n s o l i d a t i n g  t h e m  w i t h  t h e  b a s i c  
s a l a r y  i n t o  o n e  f i g u r e  w h i c h  
b e c o m e s  t h e  w o r k e r s '  l i t t l e  s a l a r y .  I n  
m o n e t i s a t i o n ,  t h e  e m p h a s i s  i s  o n  
c o n s o l i d a t i o n ,  t h a t  i s ,  a d d i n g  
t o g e t h e r  t h o s e  d i f f e r e n t  p a r t s ,  t o  
a r r i v e  a t  o n e  f i g u r e  f o r  t h e  w o r k e r s '  
n e w  s a l a r y .  T h e  w o r k e r  i s  t h e n  f r e e  t o  
m a k e  h i s  d e c i s i o n s  a s  t o  h o w  m u c h  
o f  t h e  n e w  s a l a r y  h e  s p e n d s  o n  
h o u s i n g ,  t r a n s p o r t ,  c l o t h i n g ,  
e d u c a t i o n ,  s a v i n g s ,  e t c .  ( N g o z i  
I w e a l a ,  2 0 0 3 ) .  
P r o p o n e n t s  o f  t h i s  p o l i c y  h a v e  
a r g u e d  o n  t h e  d e s i r a b i l i t y  o f  
m o n e t i s a t i o n  i n  o u r  c u r r e n t  s i t u a t i o n .  
T h e y  b e l i e v e  t h a t  i t  w i l l  b e  m o s t  
h e l p f u l  t o  o u r  e c o n o m y ,  t o  
g o v e r n m e n t  a n d  p r i v a t e  e m p l o y e r s  
f o r  e m p l o y e e  e m o l u m e n t s  t o  b e  
r e d u c e d  t o  j u s t  o n e  s u m  c a l l e d  s a l a r y ,  
f r o m  w h i c h  h e  t a k e s  c a r e  o f  h i s  
h o u s i n g ,  t r a n s p o r t a t i o n  e t c .  
O b v i o u s l y ,  t h e  m o n e t a r y  v a l u e  o f  
f r i n g e  b e n e f i t s  h a s  r i s e n  r a p i d l y  i n  
r e s p o n s e  t o  i n f l a t i o n a r y  p r e s s u r e s .  
M o s t  e m p l o y e r s  b e i n g  u n a b l e  t o  
c o p e  w i t h  t h e s e  c o s t s  h a v e  h a d  t o  c u t  
d o w n  o n  e m p l o y m e n t  l e v e l s .  T h e  
n o n - m o n e t i s a t i o n  o f  t h e s e  b e n e f i t s  
h a s  a l s o  c o n t r i b u t e d  t o  t h e  p e r e n n i a l  
s o u r c e  o f  d i s p u t e  b e t w e e n  e m p l o y e r s  
o f l a b o u r  a n d  e m p l o y e e s .  E m p l o y e r s  
u s u a l l y  c o n t e n d  t h a t  e m p l o y e e s '  
e m o l u m e n t s  a r e  r e l a t i v e l y  h i g h  a n d  
c o m p a r a b l e  t o  t h a t  i n  o t h e r  c o u n t r i e s  
i f  p r o p e r  a c c o u n t  i s  t a k e n  o f  n o n -
m o n e t a r y  b e n e f i t s  b e i n g  e n j o y e d .  
H o w e v e r ,  i n  t h e  a b s e n c e  o f  a n y  
e f f e c t i v e  m e c h a n i s m  f o r  v a l u i n g  
t h e s e  b e n e f i t s ,  t h e  e m p l o y e r ' s  
c o n t e n t i o n  r e m a i n s  w e a k .  
M o n e t i s a t i o n  w i l l  a s s i s t  i n  r e s o l v i n g  
s u c h  d i s p u t e s  i n  i n d u s t r i a l  r e l a t i o n s  
a n d  e n s u r e  t h e  p r o p e r  v a l u a t i o n  o f  
e m p l o y e e ' s  r e m u n e r a t i o n ,  
p a r t i c u l a r l y  i f  t h e  b e n e f i t s  a s  
p a c k a g e d  f a l l  w i t h i n  t h e  w o r k e r ' s  
c o n s u m p t i o n  p r e f e r e n c e s .  I n  s o m e  
c a s e s ,  t h e  i n a p p r o p r i a t e  n a t u r e  o f  
t h e s e  b e n e f i t s  c r e a t e s  f u r t h e r  
p r o b l e m s .  F o r  e x a m p l e ,  a  m i d d l e -
l e v e l  c i v i l  s e r v a n t  h o u s e d  i n  G a r k i  o r  
A r e a  I I ,  i n  A h u j a ,  t h e  F e d e r a l  C a p i t a l  
T e r r i t o r y  o f  N i g e r i a ,  w o u l d  
n e c e s s a r i l y  r e q u i r e  m a t c h i n g  
c o m p e n s a t i o n  t o  m a i n t a i n  t h e  
' a c c e p t e d '  l i f e  s t y l e  i n  G w a g w a l a d a  
o r  S u l e j a  t h e  s u b u r b  o f  A h u j a  t h o u g h  
h e  d e r i v e s  n o  l o n g - t e r m  s a t i s f a c t i o n  
f r o m  t h a t  s t a t u s .  S u c h  a n  o u t w a r d  
a p p e a r a n c e  o f  a f f l u e n c e  a l s o  
i n c r e a s e s  s o c i e t a l  p r e s s u r e s  o n  h i m ,  
e . g  t h r o u g h  t h e  e x t e n d e d  f a m i l y  
s y s t e m .  C l e a r l y ,  t h i s  s i t u a t i o n  c o u l d  
e a s i l y  l e a d  t o  c o r r u p t i o n .  
M o n e t i s a t i o n  w i l l  i n c r e a s e  t h e  
a b s o l u t e  c a s h  c o m p o n e n t  o f  t h e  
w o r k e r ' s  d i s p o s a b l e  i n c o m e ,  w h i l e  
a l l o w i n g  h i m  g r e a t e r  d i s c r e t i o n  i n  t h e  
a l l o c a t i o n  o f  h i s  i n c o m e  t o  r e f l e c t  
p e r s o n a l  p r e f e r e n c e s  a n d  p r i o r i t i e s .  
I n  f a c t ,  t h e  e m p l o y e e ' s  m a j o r  
e x p e n d i t u r e  a r e a s  e s p e c i a l l y  t h e  l o w  
a n d  m i d d l e  i n c o m e  e a r n e r s  a r e  
a c c o m m o d a t i o n ,  t r a n s p o r t a t i o n ,  a n d  
f e e d i n g .  T h e i r  m a j o r  c o n c e r n  a r e a s  
t h e r e a f t e r  a r e  p e n s i o n ,  c h i l d r e n ' s  
s c h o o l  f e e s  a n d  h e a l t h  o f  t h e  f a m i l y .  
O t h e r  a r e a s ,  w h i c h  a r e  l e s s  i m p o r t a n t  
t o  N i g e r i a n  l o w  a n d  m i d d l e  i n c o m e  
e a r n e r s  a r e  r e c r e a t i o n  a n d  h o l i d a y .  
F o r  t h e  e m p l o y e r ,  t h e  p r o c e s s  w i l l  b e  
m o r e  c o s t  e f f e c t i v e  s i n c e  i t  w i l l  l e a d  
t o  r e m o v a l  o f  a b u s e s  a n d  w a s t a g e s  
a s s o c i a t e d  w i t h  t h e  a d m i n i s t r a t i o n  o f  
s u c h  f r i n g e  b e n e f i t s .  H o w e v e r ,  i t  
s h o u l d  b e  p o s s i b l e  f o r  t h o s e  
e m p l o y e r s  w h o  e l e c t  t o  d o  s o ,  t o  p a y  a  
p r o d u c t i v i t y  b o n u s  o r  i n c e n t i v e ,  a t  
t h e  e n d  o f  i t s  o p e r a t i o n a l  y e a r ,  w h e r e  
s u c h  b o n u s  o r  i n c e n t i v e  i s  s t r i c t l y  
r e l a t e d  t o  t h e  o r g a n i z a t i o n s  
p e r f o r m a n c e  i n  t h e  y e a r .  O n  t h e  o t h e r  
h a n d ,  e m p l o y e e s  s h o u l d  h a v e  l i t t l e  
p r o b l e m  i n  c o p i n g  w i t h  t h e i r  m a j o r  
e x p e n d i t u r e s  . l i s t e d  a b o v e ,  a n d  t h e i r  
c o n c e r n  f o r  t h e  f u t u r e  w o u l d  h a v e  
b e e n  t a k e n  c a r e  o f  i n  t h e  f o r m  o f  
e n h a n c e d  p e n s i o n s .  
P r o d u c t i v i t y  a n d  i t s  E f f e c t s  o n  
L a b o u r  a n d  o t h e r  S t a k e h o l d e r  
I n  t h i s  p a p e r ,  a  s i m p l e  d e f i n i t i o n  o f  
p r o d u c t i v i t y  w i l l  b e  g i v e n  a s  " t h e  
o u t p u t  p e r  w o r k e r  o r  p e r  m a n - h o u r " .  
F o r  a  c o u n t r y ,  p a r t i c u l a r l y  a  
d e v e l o p i n g  o n e  t h a t  l a c k s  a d e q u a t e  
r e s o u r c e s ,  t h e  g r o w t h  o f  l a b o u r  
p r o d u c t i v i t y  i s  e s s e n t i a l  f o r  a  s t e a d y  
i m p r o v e m e n t  i n  t h e  s t a n d a r d  o f  
l i v i n g  o f  t h e  p o p u l a t i o n .  T h e  
f o r m u l a t i o n  o f  a p p r o p r i a t e  p o l i c y  
m e a s u r e s  t o  r a i s e  l a b o u r  p r o d u c t i v i t y  
r e q u i r e s  a n  u n d e r s t a n d i n g  o f  t h e  
b a s i c  c a u s e s  o f  i n c r e a s e d  
p r o d u c t i v i t y .  S u c h  a n  u n d e r s t a n d i n g  
w i l l  h e l p  t o  s h e d  l i g h t  o n  t h e  c o m p l e x  
r e l a t i o n s h i p  b e t w e e n  p r o d u c t i v i t y  
a n d  v a r i a b l e s  s u c h  a s  e m p l o y m e n t ,  
w a g e s  a n d  f r i n g e  b e n e f i t s .  
T h e  g r o w t h  o f l a b o u r  p r o d u c t i v i t y  i n  a n y  
g i v e n  i n d u s t r y  m a y  b e  d u e  t o  o n e  o r  m o r e  
o r  s e v e r a l  f a c t o r s .  A m o n g  t h e  p o s s i b l e  
d e t e r m i n a n t s  o f  l a b o u r  p r o d u c t i v i t y  a r e  
i m p r o v e m e n t s  i n  t h e  p e r s o n a l  e f f i c i e n c y  
o f  l a b o u r ,  t h e  s u b s t i t u t i o n  o f  c a p i t a l  f o r  
l a b o u r ,  t e c h n i c a l  p r o g r e s s  a n d  
e c o n o m i e s  o f  s c a l e .  T h e  r e l a t i o n s h i p  
b e t w e e n  p r o d u c t i v i t y  g r o w t h  o n  t h e  o n e  
h a n d  a n d  w a g e s ,  f r i n g e  b e n e f i t s ,  c o s t s ,  
p r i c e s  a n d  e m p l o y m e n t  o n  t h e  o t h e r  
d e p e n d s  t o  s o m e  e x t e n t  o n  t h e  n a t u r e  o f  
t h e  f a c t o r  o f  p r o d u c t i v i t y  g r o w t h .  A n  
i n c r e a s e  i n  t h e  p e r s o n a l  e f f i c i e n c y  o f  
l a b o u r  m a y  b e  t h e  r e s u l t  o f  i n c r e a s e d  
e d u c a t i o n  o r  s k i l l  b u i l d i n g ,  g r e a t e r  
s t a b i l i t y  a n d  e x p e r i e n c e ,  a n d  i m p r o v e d  
n u t r i t i o n  a n d  h e a l t h  o f  t h e  l a b o u r  f o r c e .  
T h e  e s s e n t i a l  p o i n t  i n  r e s p e c t  o f  t h i s  
f a c t o r  i s  t h a t  g r o w t h  o f  p r o d u c t i v i t y  c a n  
b e  a s c r i b e d  d i r e c t l y  t o  a  c h a n g e  i n  t h e  
c h a r a c t e r i s t i c s  o f  l a b o u r  i t s e l f  
( D a m a c h i ,  1 9 7 8 ) .  
T h e  s u b s t i t u t i o n  o f  c a p i t a l  f o r  l a b o u r  c a n  
a l s o  a c c o u n t  f o r  a  r i s e  i n  t h e  p r o d u c t i v i t y  
o f  l a b o u r .  E a c h  s u b s t i t u t i o n  m a y  a r i s e  
f r o m  t h e  t e n d e n c y  f o r  t h e  p r i c e  o f  c a p i t a l  
g o o d s  t o  f a l l  r e l a t i v e  t o  t h i s  p r i c e  o f  
l a b o u r  a s  a  r e s u l t  o f  p r o d u c t i v i t y  g r o w t h  
i n  t h e  p r o d u c t i o n  o f  c a p i t a l  g o o d s  o r  f r o m  
f i s c a l ,  c o m m e r c i a l  a n d  w a g e s  p o l i c i e s  
w h i c h  d i s t o r t  r e l a t i v e  c a p i t a l - l a b o u r  
p r i c e s .  I n  t h i s  c a s e  a  h i g h e r  p r o d u c t i v i t y  
i s  a t t a i n e d  e v e n  t h o u g h  l a b o u r  i t s e l f  
r e m a i n s  p a s s i v e  ( K e n n e d y ,  1 9 7 1  ) .  
A n o t h e r  i m p o r t a n t  c a u s e  o f  l a b o u r  
p r o d u c t i v i t y  g r o w t h ,  w h i c h  i s  c l o s e l y  
l i n k e d  w i t h  f a c t o r  s u b s t i t u t i o n ,  i s  
t e c h n i c a l  p r o g r e s s .  T e c h n i c a l  p r o g r e s s  i s  
s a i d  t o  t a k e  p l a c e  i n  a n  e s t a b l i s h m e n t  
w h e n  i t  m a k e s  u s e  o f  a  n e w  t e c h n o l o g y  
w h i c h  i n v o l v e s  e m p l o y i n g  n e w  i n p u t s  o r  
m e t h o d s  t h a t  i n c o r p o r a t e  n e w  
k n o w l e d g e .  T e c h n i c a l  p r o g r e s s  i s  o f t e , n  
t h e  b y - p r o d u c t  o f  a p p l i e d  s c i e n t i f i c  
r e s e a r c h .  B u t  s i n c e  t h e  b u l k  o f  s u c h  
r e s e a r c h  i s  c a r r i e d  o n  i n  a d v a n c e d ,  
i n d u s t r i a l  e c o n o m i e s ,  t e c h n i c a l  p r o g r e s s  
t e n d s  t o  b e  l a b o u r - s a v i n g ,  h e n c e  t h e  
g r o w t h  o f l a b o u r  p r o d u c t i v i t y .  
T h e  p r o d u c t i v i t y  o f  l a b o u r  a s  w e l l  a s  
t h o s e  o f  o t h e r  f a c t o r s  m a y  i n c r e a s e  a s  a  
r e s u l t  o f  t h e  r e a l i z a t i o n  o f  e c o n o m i e s  o f  
s c a l e .  T h e  s c o p e  f o r  t h e s e  e c o n o m i e s  a n d  
t h e  p o s s i b i l i t y  o f  i n c r e a s i n g  p r o d u c t i v i t y  
d e p e n d s  l a r g e l y  o n  t h e  s i z e  a n d  g r o w t h  o f  
t h e  p r o d u c t  m a r k e t .  A  r a p i d  e x p a n s i o n  o f  
t h e  m a r k e t  i s  p a r t i c u l a r l y  c o n d u c i v e  t o  
t h e  r e a p i n g  o f  p o t e n t i a l  e c o n o m i e s  o f  
s c a l e .  
F r o m  t h e  f o r e g o i n g  a n a l y s i s ,  i t  i s  c l e a r l y  
e v i d e n t  t h a t  t h e  p o s s i b l e  c a u s e s  o f  
productivity growth are varied and 
that the relationships between 
productivity and other variables such 
as employment, wages, prices and 
monetization of workers' benefits 
are quite complex. However, a 
generalized monetization of fringe 
benefits would be expected to 
enhance productivity in two ways. In 
the first place, the increased 
employees' welfare could be 
expected to lead to increased 
productivity if workers' welfare and 
morale are positively correlated with 
workers' productivity as some 
studies have indicated. 
The second source of probable 
productivity enhancement has to do 
with the fact that renumeration 
management can become more 
specialized and therefore more 
efficient. Under the present 
framework, every organization has 
to manage a stock of houses or a pool 
of rented houses, manage a pool of 
vehicles, and manage a health 
delivery system for its employees, 
among other things. 
Management involvement in these 
diverse activities, which may be 
unrelated to the sectoral base of the 
establishment tends to errode 
efficiency. Monetising these benefits 
will allow employing organizations 
to become more specialized, 
efficient and hence more productive. 
The other likely impact of a 
generalized monetisation of fringe 
benefits has to do with the impact on 
the price level. Given the high ratio 
of benefits in the current total 
package in various sectors of the 
economy, monetisation is likely to 
elicit, through inflationary 
expectations, a major upward jump 
in the prices of goods and services 
(Banjoko, 1996). 
Criticims of the Monetization Policy 
According to the NEEDS document, 
government has good intension but 
the way it is being implemented the 
government did not seem to have 
weighed the financial, social and 
political implications of the policy 
before embarking on it (Oshiornhole, 
2003). 
The Guardian of February 26, 2004 
put the situation more vividly when it 
wrote that. "Contrary to 
expectations, federal employees 
who are not in the mainstream 
ministries would not immediately 
benefit from the monetisation of 
fringe benefits, at least for now". The 
government circular of February 12, 
2004, issued from the National 
Salaries, Income and Wages 
Commission, Abuja stated that the 
new rates for the monetisation of 
fringe benefits approved by the 
President took effect from October 1, 
2003. According to the circulAr, 
"they are applicable to federal 
ministries, parastatals, commissions, 
extra-ministerial departments and 
agencies that are funded from the 
annual federal budget". 
However, clarifying the content of 
the circular, the Director-General, 
Budget Office in the Federal 
Ministry of Finance, .said that, 
employees who are not in the 
ministries would have to wait for one 
year before enjoying tpe new rates. 
The reason why they would not 
benefit is that government wanted to 
use a year to look at the core civil 
service, learn some lessons and then 
move on to the other areas of 
government. 
Perhaps one should state that, in the 
government circle, there is a 
difference between core civil 
servants and public servants. 
Workers regarded as public servants 
are employees working in 
parastatals, commissions, extra-
ministerial departments and 
agencies. 
The implications of this type of 
scenario are many. • there is 
salary differential between the civil 
servants and public servants; and 
at retirement from October 
1, 2003, civil servants would have 
enhanced gratuity and pension since 
such would be calculated on basic 
salary and the newly approved fringe 
benefits which have been monetised. 
To address the situation, government 
reacted by putting in place a reform 
aimed at reducing the workforce in 
the two services and all sorts of 
criteria have been given to ease out 
some civil and public servants. No 
matter the way we look at it, the 
officers who are likely to be affected 
in the civil service would go away 
richer and happier than their 
colleagues who are public servants 
who will have to join the legion of 
those in the unemployment market. 
The case of the Nigeria Ports 
Authority (NPA) is a clear example 
of the discrimination in the treatment 
of the civil and public servants. 
Another problem associated with the 
implementation of the policy is the 
interpretations given to it by the National 
Assembly, that the policy is targeted at 
the lawmakers. Senator Idris Kuta has 
opined that in the implementation of the 
monetisation policy the National 
Assembly is being unnecessarily 
punished. According to him, while 
government is mouthing the 
monetisation policy, ministries and 
presidential aids are living profligate 
lifestyles while the lawmakers are 
expected to make sacrifices (This Day, 
November 12, 2003). In the same 
publication, Senator Farouk Bello was 
quoted as maintaining that the present 
policy is not directed at saving cost, but a 
ploy to weaken the constitutional 
responsibilities of the National 
Assembly (This Day, November 12, 
2003). 
Another problem is that there had been 
so many circulars on the policy. At each 
point that people want to say "at last", 
g~>Vemment comes out with fresh 
circulars on implementation thus 
·Compounding the situation. As earf'ier 
said, monetisation policy is a laudable 
one, but th,e problem is that such a policy 
that bothers on conditions of service of 
workers did not involve the workers 
and/or their representatives right from 
conception. So, what government had 
intended to achieve - to reduce cost- has 
been eroded by clumsy implementation 
(Oshiomhole, 2003). ' 
Achieving the Mix 
In order to achieve the desired results, 
adequate and complementary measures 
should be taken to rid the process of 
undesirable side effects which could 
negate the basic objectives of the . 
exercise. Specific initiatives that should 
be taken by government should include 
the following; 
a. adequate measures should be 
taken to ensure that the real take home 
pay of workers is not eroded by the 
process ofmonetisation; 
b. necessary amendments should 
be made to the existing personal income 
tax laws to ensure that the tax burden is 
not increased by the process; · 
c. adequate fiscal policy 
measures should be introduced to reduce 
the inflationary impact ofthe exercise; 
d. r a t i o n a 1 I y p r i c i n g 
compensatory facilities ought to be 
provided to replace those fringe benefits 
that could create low productivity 
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-p r o b l e m s  w h e n  m o n e t i s e d .  F o r  
e x a m p l e ,  t h e  w i t h d r a w a l  o f  s t a f f  b u s e s  
c o u l d  c a u s e  l a t e n e s s  a n d  i r r e g u l a r  
w o r k i n g  h o u r s  i f  a l t e r n a t i v e  f e e  p a y i n g  
t r a n s p o r t  s e r v i c e s  a r e  n o t  a v a i l a b l e ;  
e .  t h e  u l t i m a t e  g o a l  s h o u l d  b e  t o  
e n c o u r a g e  t h e  p r i v a t e  s e c t o r ,  t h r o u g h  
a p p r o p r i a t e  i n c e n t i v e s  a n d  
c o m p e t i t i v e  p r i c i n g  s t r u c t u r e  t o  t a k e  
o v e r  t h e  p r o v i s i o n  o f  b a s i c  s e r v i c e s  
r e q u i r e d  b y  w o r k e r s  s u c h  a s  
t r a n s p o r t a t i o n ,  h e a l t h  c a r e  i n s u r a n c e  
f a c j l i t i e s  a n d  o w n e r - o c c u p i e r  h o u s i n g  
p r o g r a m m e ;  
f .  a p p r o p r i a t e  s t e p s  m u s t  b e  
t a k e n  t o  e n s .u r e  t h a t  t h e  r e a l  e a r n i n g  
p o w e r  o f  t h e  w o r k e r  i s  p r e s e r v e d  
t h r o u g h  a d e q u a t e  t a x  p r o t e c t i o n  a n d  
e f f e c t i v e  a n t i - i n f l a t i o n a r y  
p r o g r a m m e ;  a n d  
g .  t o  e n s u r e  t h a t  t h e  o n - g o i n g  
c o n t r i b u t o r y  p e n s i o n  s y s t e m  i s  
s u s t a i n e d  a t  a l l  c o s t .  
C o n c l u s i o n  
T h e  m o n e t i s a t i o n  s c h e m e  l i k e  t h e  
s t r u c t u r a l  a d j u s t m e n t ,  a n d  
d e r e g u l a t i o n  p o l i c i e s  i s  t h e  f a l l o u t s  o f  
N E E D S  ( a n d  o t h e r s  i n  i t s  s h o e s )  
i n i t i a t e d  b y  t h i s  g o v e r n m e n t .  I t  i s  a n  
a c c e p t e d  f a c t  t h a t  a l l  t h e s e  p o l i c i e s  
h a v e  n o t  b e e n  p o p u l a r  w i t h  N i g e r i a n s .  
T h e y  h a v e  i n f a c t ,  l e d  t o  m a s s i v e  f r a u d ,  
c o r r u p t i o n ,  c a p i t a l  f l i g h t ,  e x p l o i t a t i o n  
o f  t h e  w e a k  b y  t h e  s t r o n g  a n d  s o  o n  a n d  
s o  f o r t h .  H o w e v e r ,  s i n c e  t h i s  p a p e r  
d o e s  n o t  s e t  o u t  t o  a p p r a i s e  t h e  i m p a c t  
o f  d e r e g u l a t i o n  a n d  N E E D S  o n  t h e  
e c o n o m y ,  i t  i s  p e r t i n e n t  t o  c o n c l u d e  
t h a t  t h e  m o n e t i s a t i o n  o f  f r i n g e  b e n e f i t s  
i s  n o t  u n d e s i r a b l e .  I t  w i l l  r a t h e r  
i n c r e a s e  t h e  c a s h  c o m p o n e n t s  o f  
w o r k e r s '  e m o l u m e n t s  a n d  . t h e r e f o r e  
e n h a n c e  w o r k e r s '  d i s c r e t i o n  t o  d e c i d e  
h o w  b e s t  t o  d e p l o y  t h e i r  i n c o m e  a n d  
m a y  a s  a  r e s u l t  i n c r e a s e  p r o d u c t i v i t y .  
F o r  t h e  e m p l o y e r ,  t h e  p r o c e s s  w i l l  b e  
m o r e  c o s t  e f f e c t i v e ,  s i n c e ,  i t  w i l l  l e a d  
t o  r e m o v a l  o r  a b u s e s  a n d  w a s t a g e s  
a s s o c i a t e d  w i t h  t h e  a d m i n i s t r a t i o n  o f  
s u c h  f r i n g e  b e n e f i t s  i f  t r a n s p a r e n t l y  
i m p l e m e n t e d .  S i n c e  m a n  i s  t h e  b e s t  
k e e p e r  o f  h i m s e l f ,  i t  i s  e x p e c t e d  t h a t  
t h e  e x e r c i s e  o f  t h a t  d i s c r e t i o n  w i l l  
r e s u l t  i n  m o r e  r a t i o n a l  c o n s u m p t i o n  
b e h a v i o u r .  I n  f a c t ,  p r o d u c t i v i t y  g a i n s  
a r e  a l s o  l i k e l y  t o  b e  a c h i e v e d  i n  t h e  
i n t e r e s t  o f  a l l  t h e  o p e r a t o r s  w i t h i n  t h e  
e n v i r o n m e n t  i n c l u d i n g  t h e  w o r k e r s .  
A l u k o ,  S a m  ( 1 9 9 2 ) :  " G a i n s  a n d  P a i n s  
o f  S A P " ,  T h e  G u a r d i a n ,  J u l y  2 3 ,  
p p . l - 7 .  
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